














-10 =  Financial Developments in Iran

,;1evelrﬁf production. The beglnnlngs of decline in the exchange reServe -
. ver, point to the rise of the problem of year-to-year managemenb,’"“*'

# . reaalng amounts of foreign exchange income must be dlverted tdﬁ'
rdabt 3ervaze.

the un"rdeveloped neuntrles, Iran can be c0451dered most fortunate,ﬂln -
tha,v01aymesou“ces hold out the prospect of relatively easy flnan011g £
long range economic expansion of a substantial order of magnitude, LushfZ,
as it is, however, the o0il revenue is not so great as to permit the coantryl*/
a real choice in economi¢ policy. To the extent that the relatlvely lloerall
:1mport system can be maintained, the danger of inflation growing out of e
development expenditure can be controlleds On the other hand, the more oil
‘receipts are used to meet budgetary needs, without accompanylng taxati '
the greater will be the expansion of money income and consumption tha
imports will be required to satisfy. The contraction of foreign debt
meet the latter alternative is temporarily attractive but it may be
up problems for the not too distant future.
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Table 1

Iran - Money Supply and Factors in Change

(In billions of rials)

March March March March March 19587
195k/55 1955/56 1956/57 1957/58 Feb. 1959

Money supply (end of period) 20.h4 2L.1 2L.6 31.0 3.6
Notes in circulation I059 16,8 1.6 1I3.0 1372
Demand deposits 9.h 10.L 13.0 18.0 21.L4

Change during period. 1.5 0.8 3.5 6.4 3.5
Notes in circulation 0.8 0.2 0.8 1.0 0.2
Demand deposits 0.7 0.9 2.7 5.0 3.3

Factors in change 1.5 0.8 3.5 6.1 3.5
Foreign assets (inc.+)l/ 0.2 2/ 0.2 7.5 -2.1
Credit to private sector (inc.+) 1.4 1.6 1.6 3.9 8.5
Credit to govermment (inc.+) 0.2 -0.3 1.0 ~1l.lg 0.6
Credit to govt.~owned companies

@ ¢ institutions (inc.s) 0.9 0.6 06 1.5 2.9
Government deposits (inc.-) -0.3 -1.3 0.2 -2.5 ~-1.9
Time and savings deposits (inc.-) ~0.3 -0.2 -0.8 ~l.h -2.2
Other net banking liabilities (inc.-) -0.6 O.4L 0.7 -1.3 2.4

Note: Compiled from annual and monthly statements of Bank Melli Iran and monthly
statements of "cash, deposits, and advances of all banks" reported in Bank lMelli
Iran monthly bulletin. The net liabilities of banks other than the Bank Melli
are estimated as the difference between the sum of the reported asset and liability
items.

g/ Preliminary figures compiled from International Financial Statistics data.

/ Gold and foreign exchange assets of the Bank Melli only which are identifiable
in the annual adjusted statements through March 1958 and in the less detailed
unadjusted statements for the March 1958-February 1959 period. The privilege of
dealing in foreign exchange was extended to the other banks in March 1956, but
holdings of these institutions are not reported and therefore are not taken into
account in the above analysis.

2/ Less than 500 million rials.

NOT FOR PUBLICATION




-12 - Financial Developments in Iran

Table 2

Iran - Foreign Exchange Receipts and FExpenditures

(In millions of dollars)

Fiscal years ending karch 20

T95L/55 “T955/55 1956757 1957/58 1958/50%7

A+ Receipts 1 22 3 2 5%
1, 0il L1 137 181 256 3ls5

a. Dirsct revenue 29 %0 10 208 2/E70

be Comsortium purchase of risls 12 L7 I 48 T 75

2. Proceeds of exports 98 72 S0 98 85

3+ Noncommercial purchases 12 11 19 32 50

Ls Utilization of foreign aid 50 72 88 116 50

@:. soenditures w6 286 365 L2 532
1. For imports 3/ 187 259 324 Lo8 485

2. For noncommercial purposes L/ 9 27 Ll 34 70

C. Difference (A-B) 5 6 13 60 ~25

D. Reported increase in reserves 5 6 1 60 Nea.

Note: Compiied from Bank Welli iran Annual Reports through March 1958 and eSti-
mated from incomplete accounts of foreign exchange transactions for 1958/59.

1/ Preliminary estimate.

2/ Includes $25 million new concession bonus payment.,

3/ In addition to commercial sales includes expenditures by the Government,
the Plan Organization, the NIOC, and the utilization of foreign aid.

i/ Includes debt repayment.

n.a. Not available.
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